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8 P LAN TO  AC Q UIR E  F IXE D
P RICE GAS  S UP P LIES

9

IN THE MATTER OF THE AP P LICATION OF >
DUNCAN RURAL S ERVICES  CORP ORATION )
FOR AP P ROVAL OF P URCHAS ED GAS )
ADJ US TOR S URCHARGE )

)
)

1 0

1 1 Duncan Rura l Se rvice s  Corpora tion ("DRSC") he reby re spectfully submits  to the  Arizona

1 2 Corpora tion Commiss ion (the  "Commiss ion") its  plan to acquire  fixed price  na tura l gas  supplie s

13
in complia nce  with De cis ion No. 68297.

1 4
1. THE DRS C P LAN.

1 5

1 6
Decis ion No. 68297 requires  DRSC by June  30 of each yea r to file  a  plan indica ting any

1 7
fixed price  supplie s  tha t it has  acquired for the  following winte r season and how DRSC plans  to

1 8 hedge  its  na tura l gas  supplie s  prior to the  following winte r hea ting season. S ince  the  beginning of

1 9 May, DRSC has  been active ly preparing this  plan and seeking bids  for na tura l gas  a t a  fixed price

20 during the  2007-2008 winte r hea ting season. DRSC has  not included in this  plan a  hedging

2 1
s tra tegy due  to the  fact tha t it does  not have  the  financia l ability to buy gas  now for the  2007-2008

22
he a ting s e a s on.

23

24
DRSC is  currently paying approxima te ly $6.72 pe r MMbtu for na tura l gas  on the  spot

25
marke t through July. DRSC asked for bids  from its  na tura l gas  supplie r to provide  50 pe rcent of

26



5

' 3 * ~ ¢

1 its  his torica l gas  purchased a t a  fixed contract price  for a  te rm of s ix months  and twe lve  months

2 beginning in Augus t, September and Octobe r. DRSC did not cons ide r the  twe lve  month bids

3
because  the  twe lve  month bids  had a  higher price  than the  s ix month bids . DRSC's  la rges t use rs

4
(irriga tors ) who do not use  a  s ignificant amount of gas  in the  winte r months , would be  forced to

5

6
pay the  s ignificantly higher cos ts  a ssocia ted with a  twe lve  month contract during the  summer

7
months . Some  of the se  iniga tors  would s top pumping wa te r a t the  highe r twe lve  month bid

8 price .

9 The  fixed price  bids  rece ived for a  s ix month contract beginning in August, September

1 0 and October of 2007 were  $8.08, $8.15 and $8.20, respective ly. The  bids  for August, September

1 1
and October a re  s ignificantly higher (approximate ly $1 .36 to $1 .48 per MMbtu) than the  current

1 2
spot price  of $6.72 pe r MMbtu. DRSC is  s till eva lua ting whe the r or not to ente r into a  contract

1 3

1 4
for s ix months  with a  fixed price . DRSC needs  to choose  a  contract beginning a fte r summer

1 5
because  it will not pena lize  DRSC's  summer use rs  by paying a  s ignificantly highe r contract price

1 6 when the  current spot price  of gas  is  $6.72 pe r MMbtu. In addition, the  s ix month contract mus t

1 7 carry DRSC through the  highest usage  periods  in the  winte r.

1 8

1 9
11. C O NC LUS IO N

20

2 1
DRSC is  s till eva lua ting whe the r or not a  plan tha t includes  a  fixed price  contract for 50

22
percent of its  his torica l gas  purchased will s ignificantly le ssen the  price  risk to its  cus tomers

23 associa ted with winte r na tura l gas  supplies  and purchases . If it can ente r into such a  contract a t a

24 reasonable  price  a fte r the  summer usage  period and if future  spot prices  a re  grea ter than the  fixed

25 contract price  in a  given month, DRSC's  cus tomers  will only pay up to the  contract price  for the

26



w

1 contracted 50 percent amount. If future  spot gas  prices  a re  less  than its  fixed gas  contract price  in

2 a  given month, then customers will experience  savings on a ll gas  purchases above  the  contracted

3
50 pe rcent amount. DRSC may decide  to ente r into a  fixed price  contract if it is  in the  bes t

4
inte res t of its  cus tomers .

5

6

7

8 RES P ECTFULLY S UBMITTED this  28th da y of June  2007.
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ra nd Ca nyon S ta te  Ele ctric  Coope ra tive  As s ocia tion
120 North 441111 Street, Suite 100
P hoe nix,  AZ 85034
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Origina l and thirte en (13) copie s  of
Duncan Rura l Se rvices  Corpora tion's  P lan
file d this  28'*' da y of J une , 2007 with:
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DOCKET CONTROL
Arizona  Corpora tion Commiss ion
1200 West Washington Stree t
Phoenix. Arizona  85007
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